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SUMMARY
1.   Consumers normally economize when prices are relatively high and increase consumption when prices are relatively low.    Changes in price levels either encourage or discourage consumption and hence react upon production.
2.   Farmers produce little or much in response to the relative possibilities of profit suggested by prices for.different products.    In general, high prices for farm commodities mean increasing profits which stimulate increased production.   Falling prices or low prices tend to reduce production to the extent that they mean declining profits.
3.   In a very real sense prices paid by consumers requisition production by fanners.   For this reason the first effect of greater efficiency in the marketing system, as demonstrated by various cooperative federations, is to increase production enormously.    Saturated markets and stable or falling prices on the contrary bring expanding production to a standstill and even curtail it as demonstrated by conditions following the price declines of 1920.
4.   The proportion of the consumer's dollar which goes to middlemen is not necessarily taken from the farmer.    Both parties are necessary to the production of finished commodities in the hands of consumers.   However, the narrower this marketing margin is, consistent with efficiency in rendering marketing services, and the higher the proportion of the consumer's dollar reaching the farmer, the more certain it is that farmers will produce adequately to meet the needs of the largest possible proportion of consumers.
5.   Prices are made by buyer and seller after reaching satisfactory mutual understanding concerning conditions of supply and demand.    No buyer likes to pay more than a competitor.    Similarly no seller likes to receive less than others.   Organized markets, where all facts available are utilized in reaching understandings and confidence about prices, stabilize prices by reducing uncertainties.   Where information concerning supply and demand is the most complete, as is the case with certain cooperative federations or exchanges, prices are the most stabilized and abuses of speculation are greatly minimized.
6.   Prices made under conditions prevailing on markets that are either flooded or where extreme scarcity prevails are not in any sense the kind of competitive prices in which both consumers and farmers have mutual confidence.   On the contrary, prices made under these conditions may be just as oppressive to the farmer at one time and to the consumer at another, as are monopoly prices.    Market conditions of this sort are the consequence of lack of organization.   Remedy for undesirable market conditions is better organization and not the abolition of organization.
7.   To guarantee strictly competitive prices for both farmers and consumers requires that the total supply be adjusted to the total demand for the entire cycle of production and consumption.    Under highly commercialized conditions extending over immense areas this cannot be done without organization. The exchanges instituted by private middlemen have helped.   They are